Annual Financial Statements 



Contact Information: 


Name of Municipal Manaper: [N C James 


Name of Chief Financial Officer: 

T Mketsu 

Contact telephone number; 

033 702 1060 

Contact e-mail address; 

cfo(®kwasani.co za 


Name of contact at provincial 
treasu 




Contact telephone number: 


Contact e-mail address; 


Mnqobi Nvoka 


033 897 4266 


mnqobi, nvokafSJkzntreasurvaov-za 


Name of relevant Auditor: 

■■ — — ... 

Auditor General 

Contact telephone number: 

033 264 7400 

Contact e-mail address: 

Damellad<5)aasa.co.za 


Name of contact at National 
Treasury: 


Contact telephone number: 


Contact e-mail address: 


Matsie Sehlapelo 


012 315 5295 


Matsie. Sehiapeto@treasurvaov7a 










KWASANl LOCAL MUNICIPALITY 
ANNUAL FiNM4CIAL STATEMENTS 
for tie year ended 30 June 201 3 


index Page 

General Information 1-2 

Approval of Annual financial Statements 3 

Statement of Financial Position 4 

Statement of Financial Performance 5 

Statement of Changes in Net Assets 6 

Cash Flow Statement 7 

Statement of Appropriation 8 

Accounting Policies 9-19 

Notes to the Annual Financial Statements 20-56 

Appendix A; Schedule of External Loans 57 

Appendix B: Analysis of Property, Plant and Equipment 58-61 

Appendix D; Segmental Statement of Financial Performance 62 



KWASANI LOCAL MUNICIPALITY 
ANNUAL FINANCIAL STATEMENTS 
for the year ended 30 June 201 3 


General information 


Members of the Council 


Mr M Banda 

Mayor 

Mr M Banda 

Speaker 

Cilr VP Majozi 

Member 

Clir SB Mqwambi 

Member 

Cllr PN Mncwabe 

Member 

Clir EZ Radebe 

Member 

Cllr D Adam 

Member 

Clir PR Crawley 

Member 

Municipal Manager 


N.C James 


Chief Financial Officer 


T Mketsu 


Grading of Local Authority 


Grade 1 


Auditors 


Auditor-General 



Bankers 


First National Bank of Suth Africa Ltd 



KWASANl LOCAL MUNICIPALITY 
ANNUAL F5NANCIAL STATEMENTS 
for the year ended 30 June 2013 


General information (continued) 

Registered Office: Kwa Sani Municipality 

Physical address: 

32 Aftuckle Street 

Himeville 

3256 


Postal address: 

Telephone number: 
Fax number: 

E-mail address; 


PO Box 43 

Himeville 

3256 

033 702 1060 
033 7021148 
mm@kwasani.co.za 


2 



KWASANI LOCAL MUNICIPALITY 
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Approval of annua! financial statements 


i am responsible for the preparation of these annual financial statements, wrfiich are set out on pages 1 to 62, in terms of 
Section 1 26(1 ) of the Municipal Finance Management Act and wrtiich I have signed on behalf of the Municipality. 

1 certify that the salaries, allowances and benefits of Councillors, loans made to Councillors, if any, and payments made to 
Councillors for loss of office, if any. as disclosed in note 22 of these annual financial statements are within the upper 
limits of the framework envisaged in Section 219 of the Constitution, read with the Remuneration of Public Officer Bearers 
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KWASANI LOCAL MUNICIPALITY 
STATEMENT OF FINANCIAL POSITION 
as at 30 June 2013 


ASSETS 
Current assets 

Cash and cash equivalents 

Trade and other receivables from exchange transactions 
Other receivables from non-exchange transactions 
Inventories 
VAT receivable 


24 002 714 
5 442 919 
46 049 
6 485 
1 971 188 


Restated 

2012 

R 


22 794 897 
5 525 823 
46 049 
6 485 
821 094 


Non-current assets 

Property, plant and equipment 
Investment Property 

Total assete 

LIABILITIES 
Current liabilities 

Trade and other payables from exchange transactions 
Consumer deposits 
Current provisions 

Cunsnt portion of unspent conditional grants and receipts 
Current portion of borrowings 
Current portion of finance lease liability 

I Non-current liabilities 
Non-current borrowings 
Non-current finance lease liability 
Defined benefit plan obligations 


iTotal liabilities 


43 873 430 
10 661 000 

86 003 785 


43 533 618 
18 970 000 

91 697 966 


iNet assets 


8 

8 346 463 

9 045 336 

9 

6 406 

6 406 

11 

3 207 796 

1 069 517 

12 

9 792 144 

10 917 664 

13 

527 603 

118 619 

14 

393 245 

707 941 

13 

1 317 705 

2 342 427 

14 

948 238 

843 029 

35 

506 223 

AAR I 

401 132 

— 

v*v I 

60 957 962 I 

AO *90A V < 1 

66 245 895 


NET ASSETS 
Reserves 

Accumulated surplus / (deficit) 


(60 957 962) 


(66 245 895) 


Total net assets 



KWASANl LOCAL MUNICIPALITY 

STATEMENT OF FINANCIAL PERFORMANCE 
for the year endiiig 30 June 2013 

Restated 

Note 2013 2012 

R R 


Revenue Form Non Exchange Transactions 

Property rates 

Property rates - penalties imposed and collection charges 

Interest earned - external investments 

Fines 

Government grants and subsidies 

Revenue from Exchange Transactions 
Service charges 

Rental of facilities and equipment 
Other income 

Total revenue 

I Expenses 

Employee related costs 
Remuneration of councillors 
Bad debts 

Depreciation and amortisation expense 
Repairs and maintenance 
Finance costs 
Contracted services 
General expenses 

Total expenses 


15 

(11 739 422) 

(10 000 680) 

15 

(732 440) 

(784 228) 

18 

(931 049) 

(819 568) 


(72 500) 

(124 850} 

19 

(26463 651) 

(22 833 053) 

16 

(2 286 284) 

(1 925 370) 

17 

(298 287) 

(241 652) 

20 

(308 629) 

(623 125) 


(42 832 261) 

(37 352 525) 

21 

12 596 428 

12 168 671 

22 

1 461 360 

995 430 


2 104 829 

439 125 


1 891 488 

1 592 941 


1 744 563 

1 814 677 

24 

214415 

233 249 

25 

5 152 565 

4 173 265 

26 

8 170 772 

8 381 008 


33 336 419 



Fair Value Adjustments Investment Properties 7 8 559 000 

Actuarial Gain / (loss) (31 360) 77 858 

(Surplus) / deficit for the period 
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KWASANI LOCAL MUNICIPALfTY 
STATEMENT OF CHANGES IN NET ASSETS 
as at 30 June 2013 
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KWASANI LOCAL MUNICIPALITY 
CASH FLOW STATEMENT 
as at 30 June2Q13 
Note 


CASH FLOWS FROM OPERATING ACTIVITIES 

Receipts 

Taxation 

Sales of goods and services 
Grants 

Interest received 
Other receipts 
Movement in Receivables 

Payments 

Employee costs 
Suppliers 
Interest paid 
Other payments 
Movement in Payables 
Net cash flows from operating activities 

CASH FLOWS FROM INVESTING ACTIVITIES 

Purchase of fixed assets (PPE) 

Proceeds from sale of fixed assets 
Proceeds from sale of investments 
Purchase of intangibles 
Decrease/(lncrease) in Loans and receivables 

Net cash flows from investing activities 

CASH FLOWS FROM FINANCING ACTIVITIES 

Proceeds from borrowings 

Repayment of borrowings 

Proceeds from finance lease liability 

Repayment of finance lease liability 

Net cash flows from financing activities 

Net increase I (decrease) In net cash and cash equivalents 
Net cash and cash equivalents at beginning of period 
Net cash and cash equivalents at end of period 


2013 

R 

2012 

R 

37141 298 

30 737 916 

15 05et433 
26 4.63 651 
931-049 
315,1 

,(5 690 96-3) 
30 445 224 

12 95T930 
22 833 053: 
819568’ 
747 975- 
(6614609)^ 

1C764037 
13 323 337 
■ 214 415 

1 744 563 
398 873 

13164101 
12554 274 
233 249 

1 814 577 
(8 004 531) 

6 696 074 

10 976 247 

(3 449 965) 

(8 794 292) 


(3 449 965 


(105 209) 
(1024 72^ 
:(698 8^): 

■ ;:.(2i09487y 

(2 038 292) 


1 207 817 
22 794 897 
24 002 714 


8 794 292 


'10 848 456 

(3329:0S:h 

7 531 399 

9 713 354 
13 081 543 
22 794 897 
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KWASANl LOCAL MUNICIPALITY 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
for tine year ending 30 June 2013 


1 BASIS OF ACCOUNTING 

1.1 BASIS OF PRESENTATION 

The annual financial statements have been prepared on an accrual basis of accounting and are in accordance 
with historical cost convention unless specified otiierwise. 

These annual financial statements have been prepared in accordance with Generally Recognised Accounting 
Practice (GRAP), issued by the Accounting Standards Board in accordance with Section 1 22(3) of the Municipal 
Finance Management Act, (Act No 56 of 2003). 

The principal accounting policies adopted in the preparation of these annual financial statements are set out 
below. 

Assets, liabilities, revenues and expenses have not been offset except when offsetting is required or permitted 
by a Standard of GRAP. 

The accounting policies applied are consistent with those used to present the previous year’s financial 
statements, unless explicitly stated. The details of any changes in accounting policies are explained in the 
relevant policy. 

1.2 PRESENTATION CURRENTY 

These annual financial statements are presented in South African Rand, which is the functional currency of the 
municipality. 

1.3 GOING CONCERN ASSUMPTION 

These annua! financial statements have been prepared on the assumption that the municipality will continue to 
operate as a going concern for at least the next 1 2 months, 

1.4 COMPARATIVE INFORMATION 

Budget information In accordance with GRAP 1 and 24, has been provided in an annexure to these financial 
statements and forms part of the audited annual financial statements. 

When the presentation or classification of items in the annual financial statements is amended, prior period 
comparative amounts are restated. The nature and reason for the reclassification is disclosed. Where 
accounting errors have been identified in the current year, the correction is made retrospectively as far as is 
practicable, and the prior year comparatives are restated accordingly. Where there has been a change in 
accounting policy in the current year, the adjustment is made retrospectively as far as is practicable, and the 
prior year comparatives are restated accordingly. 


2 PROPERTY, PLANT AND EQUIPMENT 
2.1 INITIAL RECOGNITION 

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for 
use in the production or supply of goods or services, rental to others, or for administrative purposes, and are 
expected to be used during more than one year. Items of property, plant and equipment are initially recognised 
as assets on acquisition date and are initially recorded at cost The cost of an item of property, plant and 
equipment is the purchase price and other costs attributable to bring the asset to the location and condition 
necessary for it to be capable of operating in the manner intended by the municipality. Trade discounts and 
rebates are deducted in arriving at the cost, n^e cost also includes the necessary costs of dismantling and 
removing the asset and restoring the site on which it is located. 

When significant components of an item of property, plan and equipment have different useful lives, they are 
accounted for as separate items (major components) of property, plant and equipment. 


Where an asset is acquired by the municipality for no or nominal consideration (i.e. a non-exchange 
transaction), the cost is deemed to be equal to the fair value of that asset on the date acquired. 
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Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary 
assets, or a combination of monetary and non-monetary assets, the asset acquired is initially measured at fair 
value {the cost), if the acquired item’s fair value was not determinable, ifs deemed cost is the carrying amount 
of the asset(s) given up. 

Major spare parts and servicing equipment qualify as property, plant and equipment when the municipality 
expects to use them during more than one period. Similarly, if the major spare parts and servicing equipment 
can be used only in connection with an item of property, plant and equipment, they are accounted for as 
property, plant and equipment, 

2.2 SUBSEQUENT MEASUREMENT - REVALUATION MODEL (LAND AND BUILDINGS) 

Subsequent to initial recognition, land and buildings are carried at a revalued amount, being its fair value at the 
date of revalutaion less any subsequent accumulated depreciation and impairment losses. 

An increase in the carrying amount of an asset as a result of a revalutation is credited directly to a revaluation 
surplus reserve, except to the extent that it reverses a revaluation decrease of the same asset previously 
recognised in surplus or deficit. 

A decrease in the carrying amount of an asset as a result of a revaluation is recognised in surplus or deficit, 
except to the extent of any credit balance existing in the revaluation surplus in respect of that asset. 


10 



2.3 SUBEQUENT MEASUREMENT - COST MODEL 

Subsequent to initial recognition, items of property, plant and equipment are measured at cost less 
accumulated depreciation and impairment losses. Land is not depreciated as it is deemed to have an indefinite 
useful life. 

Where the municipality replaces parts of an asset, it derecognises the part of the asset being replaced and 
capitalises the new component. Subsequent expendihire inoirred on an asset is capitalised when it increases 
the capacity or future economic benefits associated with the asset. 

2.4 DEPRECIATION AND IMPAIRMENT 

Depreciation is calculated on the depreciable amount, using the straight-line method over the estimated useful 
lives of the assets, Components of assets that are significant in relation to the whole asset and that have 
different useful lives are depreciated separately. The annual depredation rates are based on the following 
estimated average asset lives: 


Infrastructure 

Roads and Paving 

10-25 yrs 

Pedestrian Malls 

10-25 yrs 

Sewerage 

10-25 yrs 

Community 

Buildings 

30yrs 

Recreational Facilities 

30yrs 

Security 

30yrs 

Halls 

30yrs 

Libraries 

30yrs 

Parks and gardens 

30yrs 

Other assets 

30yrs 

Heritage assets 

Buildings 

30yrs 

Finance lease assets 

Office equipment 

Other assets 

5yrs 


Other Property, plant and 

equipment 2-15yrs 

Specialist vehicles 

Other vehicles 

Office equipment 

^Furniture and fittings 

Bins and containers 

Other items of plant and equipment 

Computer equipment 
Other 


Landfill sites 


20yrs 


The residual value, the useful life of an asset and the depredation method is reviewed annually and any 
changes are recognised as a change in accounting estimate in the Statement of Financial Performance. 

The municipality tests for impairment where there is an indication that an asset may be impaired. An 
assessment of whether there is an indication of possible impairment is done at each reporting date. Where the 
carrying amount of an item of property, plant and equipment is greater than the estimated recoverable amount 
(or recoverable service amount), it is written down immediately to its recoverable amount (or recoverable 
service amount) and an impairment loss is charged to the Statement of Financial Performance. 

2.5 DERECOGNITION 

items of Property, plant and equipment are derecognised when the asset is disposed of or when there are no 
further economic benefits or service potential expected from the use of the asset. The gain or loss arising on 
the disposal or retirement of an item of property, plant and equipment is determined as the difference between 
the sales proceeds and the carrying value and is recognised in the Statement of Financial Performance. 
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3 INTANGIBLE ASSETS 


3.1 INITIAL RECOGNITION 

An intangible asset is an identifiable non-monetary asset without physical substance. Examples include 
computer software, licences, and development costs. The municipality recognises an intangible asset in its 
Statement of Financial Position only when it is probable that the e>q3ected future economic benefits or service 
potential that are attributable to the asset will flow to the municipality and the cost or fair value of the asset can 
be measured reliably, 

internally generated intangible assets are subject to strict recognition criteria before they are capitlised. 
Research expenditure is never capitalised, while development e)qDenditure is only capitalised to the extent that: 

• the municipality intends to complete the intangible asset for use or sale; 

• it is technically feasible to complete the intangible asset; 

• the municipality has the resources to complete the project; and 

• it is probable that the municipality will receive ftiture economic benefits or service potential. 


Intangible assets are initially recognised at cost. 

Where an intangible asset is acquired by the municipality for no or nominal consideration {i.e. a non-exchange 
transaction), the cost is deemed to be equal to the fair value of that asset on the date acquired. 

Where an intangible asset is acquired in exchange for a non-monetary asset or monetary assets, or a 
combination of monetary and non-monetary assets, the asset acquired is initially measured at fair value {the 
cost). If the acquired item’s fair value was not determinable, it's de^emed cost is the carrying amount of the 
asset{s) given up. 

3.2 SUBEQUENT MEASUREMENT - COST MODEL 

Intangible assets are subsequently carried at cost less accumulated amoritisation and impairments. The cost of 
an intangible asset is amortised over the useful life where that useful life is finite. Where the useful life is 
indefinite, the asset is not amortised but is subject to an annual impairment test. 


3.3 AMORTISATION AND IMPAIRMENT 

Amortisation is charged so as to write off the cost or valuation of intangible assets over their estimated useful 
lives using the straight line method. The annual amortisation rates are based on the following estimated 
average asset lives: 

Computer software 3-5yrs 

The amortisation period and the amortisation method for an intangible asset with a finite useful life are reviewed 
at each reporting date and any changes are recognised as a change in acounting estimate in the Statement of 
Financial Performance, 

The municipality tests intangible assets with finite useful lives for impairment where there is an indication that 
an asset may be impaired. An assessment of whether there is an indication of possible impairment is done at 
each reporting date. Where the carrying amount of an item of an intangible asset is greater than the estimated 
recoverable amount (or recoverable service amount), it is written down immediately to its recoverable amount 
{or recoverable service amount) and an impairment loss is charged to the Statement of Financial Performance. 


3.4 DERECOGNITION 

Intangible assets are derecognised when the asset is disposed of or when there are no further economic 
benefits or service potential expected from the use of the asset. The gain or loss arising on the disposal or 
retirement of an intangible asset is determined as the difference between the sales proceeds and the carrying 
value and is recognised in the Statement of Finandal Performance. 
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4 INVESTMENT PROPERTY 


4.1 INITIAL RECOGNITION 

Investment property includes property (land or a buildiig, or part of a building, or both land or buildings held 
under a finance lease) held to earn rentals and/or for capital appreciation, rather than held to meet service 
delivery objectives, the production or supply of goods or services, or the sale of an asset in the ordinary course 
of operations. 

At initial recognition, the municipality measures investment property at cost including transaction costs once it 
meets the definition of investment property. However, where an investment property was acquired through a 
non-exchange transaction (i.e. where it acquired the investment property for no or a nominal value), its cost is 
its fair value as at the date of acquisition. 

The cost of self-constructed investment property is the cost at date of completion. 

4.2 SUBSEQUENT MEASUREMENT - COST MODEL 

Investment property is measured using the cost model. Under the cost model, investment property is carried 
at cost less any accumulated depreciation and any accumulated impairment losses. 

Depreciation is calculated on the depreciable amount, using the straight-line method over the estimated useful 
lives of the assets. Components of assets that are significant in relation to the whole asset and that have 
different useful lives are depreciated separately. The annual depreciation rates are based on the following 
estimated average asset lives: 

investment property 30yrs 

4.2 SUBSEQUENT MEASUREMENT - FAIR VALUE MODEL 

Investment property is measured using the fair value model. Under the fair value model, investment property is 
carried at its fair value at the repotting date. Any gain or loss arising from a change in the fair value of the 
property is included in surplus or deficit for the period in which it arises. 
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5 NON-CURRENT ASSETS HELD FOR SALE 


5.1 INITIAL RECOGNITION 

Non-current assets and disposal groups are classified as held for sale if their carrying amount will be recovered 
through a sale transaction rather than through continuing use. This condition is regarded as met only when the 
sale is highly probable and the asset (or disposal group) is available for immediate sale in its present condition. 
Management must be committed to the sale, which should be expected to qualify for recognition as a 
completed sale within one year from the date of classification. 

5.2 SUBSEQUENT MEASUREMENT 

Non-current assets held for sale (or disposal group) are measured at the lower of carrying amount and fair value 
less costs to sell. 

A non-current asset is not depreciated (or amortised) while it is classified as held for sale, or while it is part of a 
disposal group classified as held for sale. 

Interest and other expenses attributable to the liabilities of a disposal group classified as held for sale are 
recognised in surplus or deficit. 

6 INVENTORIES 

6.1 INITIAL RECOGNITION 

Inventories comprise current assets held fior sale, consumpUon or distribution during the ordinary course of 
business. Inventories are initially recognised at cost. Cost generally refers to the purchase price, plus taxes, 
transport costs and any other costs in bringing the inventories to their cuirent location and condition. Where 
inventory is manufactured, constructed or produced, the cost includes the cost of labour, materials and 
overheads used during the manufacturing process. 

Where inventory is acquired by the municipality for no or nominal consideration (i.e. a non-exchange 
transaction), the cost Is deemed to be equal to the fair value of the item on the date acquired. 

6.2 SUBSEQUENT MEASUREMENT 

Inventories, consisting of consumable stores, raw materials, work-in-progress and finished goods, are valued at 
the lower of cost and net realisable value unless they are to be distributed at no or nominal charge, In which 
case they are measured at the lower of cost and current replacement cost Redundant and slow-moving 
inventories are identified and written down in this way. Differences arising on the valuation of inventory are 
recognised in the Statement of Financial Performance in the year in which they arose. The amount of any 
reversal of any write-down of inventories arising from an increase in net realisable value or current replacement 
cost Is recognised as a reduction in the amount of inventories recognised as an expense in the period in which 
the reversal occurs. 

The carrying amount of inventories is recognised as an expense in the period that the inventory was sold, 
distributed, written off or consumed, unless that cost qualifies for capitalisation to the cost of another asset. 


7 FINANCIAL INSTRUMENTS 

7.1 INITIAL RECOGNITION 

Financial instruments are intitally recognised at fair value- 

7.2 SUBSEQUENT MEASUREMENT 

Financial Assets are categorised according to their nature as either financial assets at fair value through profit 
or loss, held-to maturity, loans and receivables, or available for sale. Financial liabilities are categorised as 
either at fair value through profit or loss or financial liabilities carried at amortised cost ("other"). The subsequent 
measurement of financial assets and liabilities depends on this categorisation and. in the absence of an 
approved GRAP Standard on Financial Instruments, is in accordance vwth IAS 39. 

7.2.1 INVESTMENTS 

Investments, which include listed government bonds, unlisted municipal bonds, fixed deposits and short-term 
deposits invested in registered commercial banks, are categorised as either heid-to-maturity where the criteria 
for that categorisation are met, or as loans and receivables, and are measured at amortised cost. Where 
investments have been impaired, the carrying value is adjusted by the impairment loss, which is recognised as 
an expense in the period that the impairment is identified. Impairments are calculated as being the difference 
between the carrying amount and the present value of the exper^ed future cash flows flowing from the 
instrument. On disposal of an investment, the difference between the net disposal proceeds and the carrying 
amount is charged or credited to the Statement of Financial Performance. 
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7.2.2 TRADE AND OTHER RECEIVABLES 

Trade and other receivables are categorised as finandal assets: loans and receivables and are initially 
recognised at fair value and subsequently carried at amortised cost Amortised cost refers to the initial carrying 
amount, plus interest, less repayments and impairments. An estimate is made for doubtful receivables based 
on a review of ail outstanding amounts at year-end. Significant financial difficulties of the debtor, probability that 
the debtor will enter bankruptcy or financial reorganisation, and default or delinquency in payments (more than 
30 days overdue) are considered indicator tttat the trade receivable is impaired. Impairments are determined 
by discounting expected future cash flows to their present value. Amounts that are receivable within 12 months 
from the reporting date are classified as cuirent 

An impairment of trade receivables is accounted for by reducing the carrying amount of trade receivables 
through the use of an allowance account, and the amount of the loss is recognised in the Statement of Financial 
Performance within operating expenses. When a trade receivable is uncollectible, it is written off. Subsequent 
recoveries of amounts previously written off are caedited against operating expenses in the Statement of 
Financial Performance. 

7.2.3 TRADE PAYABLES AND BORROWINGS 

Financial liabilities consist of trade payables and borrownngs. They are categorised as financial liaibilities held at 
amortised cost, are intitially recognised at fair value and subsequently measured at amortised cost which is the 
initial carrying amount, less repayments, plus interest. 

7.2.4 CASH AND CASH EQUIVALENTS 

Cash includes cash on hand (including petty cash) and cash with banks (including call deposits). Cash 
equivalents are short-term highly liquid investments, readily convertible into known amounts of cash, that are 
held with registered banking institutions with maturities of three months or less and are subject to an 
insignificant risk of change in value. For the purposes of the cash flow statement, cash and cash equivalents 
comprise cash on hand, deposits held on call with banks, net of bank overdrafts. The municipality categorises 
cash and cash equivalents as financial assets; loans and receivables. 

Bank overdrafts are recorded based on the facility utilised. Finance charges on bank overdraft are expensed as 
incurred. Amounts owing in respect of bank overdrafts are categorised as financial liabilities; other financial 
liabilties carried at amortised cost. 

8 INVESTMENTS IN ASSOCIATES 

An associate is an entity in whicti the investor has significant influence and which is neither a controlled entity 
nor a joint venture of the investor. Significant influence is the power to participate in the financial and operating 
policy decisions of the investee, but is not control over those policies. The municipality exercises judgement in 
the context of all available information to determine if it has significant influence over an investee. 


The equity method involves recognising the investment initially at cost, then adjusting for any change in the 
investor’s share of net assets of the associate since it acquired it. A single line-item in the Statement of 
Financial Performance presents the investor’s share of the associate’s surplus or deficit for the year. 

The municipality commences accounting for an investment in an associate from the date that significant 
influence exists and discontinues the application of the equity method when it no longer has significant influence 
over an associate. Investments that are retained in whole or in part are subsequently accounted for in 
accordance with the accounting policies on subsidiaries, joint ventures or financial instruments depending on 
the nature of the retained investment. 

The municipality uses the most recent available financial statements of the associate in applying the equity 
method. Where the reporting periods of the associate and the municipality are different, separate financial 
statements for the same period are prepared by the associate unless it is impracticable to do so. When the 
reporting dates are different, the munidpality makes adjustments for the effects of any significant events or 
transactions between the investor and the associate that occur between the different reporting dates. 
Adjustments are made to ensure consistency between the accounting policies of the associate and the 
municipality. 

9 UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in terms of the 
conditions of an allocation received from another sphere of government, municipality or organ of state and 
expenditure in the form of a grant that is not permitted in terms of the Municipal Finance Management Act (Act 
No,56 of 2003). Unauthorised expenditure is accounts for as an e)q3ense in the Statement of Financial 
Performance and where recovered, it is subsequently accounted for as revenue in the Statement of Financial 
Performance. 
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10 IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that is conUary to tt^e Municipal Finance Management Act (Act No.56 of 
2003), the Municipal Systems Act (Act No.32 of 2000), the Public Office Bearers Act {Act No. 20 of 1998) or is 
in contravention of the Municipality’s supply chain management policy. Irregular expenditure excludes 
unauthorised expenditure. Irregular expenditure is accounted for as e>q>enditure in the Statement of Financial 
Performance and where recovered, it is subsequently accounted for as revenue in the Statement of Financial 
Performance. 

1 1 FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure foat was made in vain and would have been avoided had 
reasonable care been exercised. Fruitless and wasteful e>qDenditure is accounted for as expenditure in the 
Statement of Financial Performance and where recovered, it is subsequently accounted for as revenue in the 
Statement of Financial Performance. 

12 PROVISIONS 

Provisions are recognised when the municipality has a present or constructive obligation as a result of past 
events, it is probable that an outflow of resources embodying economic benefits will be required to settle the 
obligation and a reliable estimate of the provision can be made. Provisions are reviewed at reporting date and 
adjusted to reflect the current best estimate. Where the effect is material, non-current provisions are discounted 
to their present value using a pre-tax discount rate that reflerts the marirets current assessment of the time 
value of money, adjusted for risks spedfic to the liability {for example in the case of obligations for the 
rehabilitation of land). 

The municipality does not recognise a contingent liability or contingent asset. A contingent liability is disclosed 
unless the possibility of an outflow of resources embodying economic benefits is remote. A contingent asset is 
disclosed where an inflow of economic benefits is probable. 

Future events that may affect the amount required to settle an obligation are reflected in the amount of a 
provision where there is sufficient objective evidence that they will occur. Gains from the expected disposal of 
assets are not taken into account in measuring a provision. Provisions are not recognised for future operating 
losses. The present obligation under an onerous contract is recognised and measured as a provision. 


A provision for restructuring costs is recognised only when the following criteria over and above the recognition 


criteria of a provision have been met; (a) The 

municipality has a detailed formal plan for the restructuring identifying at least; - the 

business or part of a business concerned: ■ the 

principal locations affected; - the 

location, function, and approximate number of employees who will be compensated for terminating their 
services; - the 

expenditures that will be undertaken; and - when the 

plan will be implemented; and 

(b) The municipality has raised a valid expectation in those affected that it will carry out the restructuring by 
starting to implement that plan or announcing its main features to those affected by it. 


13 LEASES 

13.1 MUNICIPALITY AS LESSEE 

Leases are classified as finance leases where substantially all the risks and rewards associated with ownership 
of an asset are transferred to the municipality. Property, plant and equipment or intangible assets subject to 
finance lease agreements are initially recognised at the lower of the asset's fair value and the present value of 
the minimum lease payments. The corresponding liabilities are initially recognised at the inception of the lease 
and are measured as the sum of the minimum tease payments due in terms of the lease agreement, discounted 
for the effect of interest. In discounting the tease payments, the municipality uses the interest rate that exactly 
discounts the tease payments and unguaranteed residual value to the fair value of the asset plus any direct 
costs incurred. 

Subsequent to initial recognition, the leased assets are accounted for in accordance with the stated accounting 
policies applicable to property, plant, equipment or intangibtes. The lease liability is reduced by the lease 
payments, which are allocated between the lease finance cost and the capital repayment using the effective 
interest rate method. Lease finance costs are expensed when incurred. The accounting policies relating to 
derecognition of financial instruments are applied to lease payables. The tease asset is depreciated over the 
shorter of the asset's useful life or the tease term. 

Operating leases are those teases that do not fell within the scope of the above definition. Operating lease 
rentals are accrued on a straight-line basis over the term of the relevant lease. 
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13.2 MUNICIPALITY AS LESSOR 

Under a finance lease, the municipality recognises the lease payments to be received in terms of a lease 
agreement as an asset (receivable). The receivable is calculated as the sum of all the minimum lease 
payments to be received, plus any unguarar^teed residua! acCTuing to the municipality, discounted at the interest 
rate implicit in the tease. The receivable is reduced by the capital portion of the lease instalments received, with 
the interest portion being recognised as interest revenue on a time proportionate basis. The accounting policies 
relating to derecognition and impairment of financial instruments are applied to lease receivables. 


Rental income from operating leases is recognised on a straight-line basis over the term of the relevant lease. 

14 REVENUE 

14.1 REVENUE FROM EXCHANGE TRANSACTIONS 

Revenue from exchange transactions refers to revenue that accrued to the municipality directly in return for 
services rendered / goods sold, the value of whidi approximates the consideration received or receivable. 

Service charges relating to refuse removal are recognised on a monthly basis in arrears by applying the 
approved tariff to each property that has improvements. Tariffe are determined per category of property usage, 
and are levied monthly based on the recorded number of refuse containers per property. 


Service charges from sewerage and sanitation are based on the number of sewerage connections on each 
developed property using the tariffs approved from Council and are levied monthly. 

Interest revenue is recognised on a time proportion basis. 

Revenue from the rental of facilities and equipment is recognised on a straight-iine basis over the term of the 
lease agreement. 


Revenue arising from the application of the approved tariff of charges is recognised when the relevant service is 
rendered by applying the relevant gazetted tariff. This includes the issuing of licences and permits. 

Revenue from the sale of goods is recognised when substantially all the risks and rewards in those goods is 
passed to the consumer. 

Revenue arising out of situations where the municipality acts as an agent on behalf of another entity (the 
principal) is limited to the amount of any fee or commission payable to the municipality as compensation for 
executing the agreed services. 
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14.2 REVENUE FROM NON-EXCHANGE TRANSACTIONS 

Revenue from non-exchange transactions refers to transactions where the municipality received revenue from 
another entity without directly giving approximately equal value in exchange. Revenue from non-exchange 
transactions is generally recognised to the ejdent that the the related receipt or receivable qualifies for 
recognition as an asset and there is no liability to repay the amount. 


Revenue from property rates is recognised when the legal entitl^ent to this revenue arises. Collection charges 
are recognised when such amounts are legally enforceable. Penalty interest on unpaid rates is recognised on a 
time proportionate basis. 

Fines constitute both spot fines and summonses. Revenue from spot fines and summonses is recognised when 
payment is received, together Virith an estimate of spot fines and summonses that will be received based on 
past experience of amounts collected. 

Revenue from public contributions and donations is recognised wlien all conditions associated with the 
contribution have been met or where the contribuUon is to finance property, plant and equipment, when such 
items of property, plant and equipment qualifies for recognition and first becomes available for use by the 
municipality. Where public contributions have been received but the municipality has not met the related 
conditions, a deferred income (liability) is recognised. 

Contributed property, plant and equipment is recognised when suc^ items of property, plant and equipment 
qualifies for recognition and become available for use by the municipality. 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure is based on legislated 
procedures, including those set out in the Munidpal Finance Management Act (Act No. 56 of 2003) and is 
recognised when the recovery thereof from the responsible councillors or officials is virtually certain. 

14.3 GRANTS. TRANSFERS AND DONATIONS 

Grants, transfers and donations received or receivable are recognised when the resources that have been 
transferred meet the criteria for recognition as an asset. A corresponding liability is raised to the extent that the 
grant, transfer or donation is conditional. The liability is transferred to revenue as and when the conditions 
attached to the grant are met. Grants without any conditions attached are recognised as revenue when the 
asset is recognised. 

15 BORROWING COSTS 

Borrowing costs that are directly attributable to the acquisition, construction or production of qualifying assets 
are capitalised to the cost of that asset unless it is inappropriate to do so. The municipality ceases the 
capitalisation of borrowing costs when substantially all the activities to prepare the asset for its intended use or 
sale are complete, it is considered inappropriate to capitalise borrowing costs where the link between the funds 
borrowed and the capital asset acquired cannot be adequately established. Borrowing costs incurred other than 
on qualifying assets are recognised as an expense in surplus or deficit when incurred. 

16 EMPLOYEE BENEFITS 

16.1 SHORT-TERM EMPLOYEE BENEFITS 

The cost of short-term employee benefits, (those payable within 12 months after the service is rendered, such 
as paid vacation leave and sick leave, bonuses, and non-monetary benefits such as medicai care), are 
recognised in the period in which the service is rendered and are not discounted. 

The expected cost of compensated absences is recognised as an expense as the employees render services 
that increase their entitlement or. in the case of non-accumulating absences, when the absence occurs. 

16.2 RETIREMENT BENEFITS 

Payments to defined contribution retirement benefit plans are charged as an expense as they fall due. 

Payments made to industry-managed (or state plans) retirement benefit schemes are dealt with as defined 
contribution plans where the municipality's obligation under the schemes is equivalent to those arising in a 
defined contribution retirement benefit plan- 

17 IMPAIRMENT OF ASSETS 

The municipality assesses at each reporting date whether there is any indication that an asset may be impaired. 
If any such indication exists, the municpality estimates the recoverable service amount of the asset. 

irrespective of whether there is any indication of impairment, the munidpality also: 

- tests intangible assets with an indefinite useful life or intangible assets not yet available for use for impairment 
annually by comparing its carrying amount with Its recoverable amount This impairment test is performed 
during the annual period and at the same time every |>eriod. 


18 



If there is any indication that an asset may be impaired, the recoverable service amount is estimated for the 
individual asset. If it is not possible to estimate the recoverable service amount of the individual asset, the 
recoverable service amount of the cash-generating unit to which the asset belongs is determined. 


The recoverable service amount of an asset or a cash-generating unit is the higher of its fair value less costs to 
sell and its value in use. 

If the recoverable service amount of an asset is less than its carrying amount, the carrying amount of the asset 
is reduced to its recoverable service amount. That reduction is an impairment loss. 


An impairment loss of assets carried at cost less any accumulated depreciation or amortisation is recognised 
immediately in surplus or deficit. Any impainrjent loss of a revalued asset is treated as a revaluation decrease. 

An impairment loss is recognised for cash-generating units if the recoverable service amount of the unit is less 
than the carrying amount of the unit. The impairment loss is allocated to reduce the carrying amount of the 
assets of the unit as follows: 

- to the assets of the unit, pro rata on the basis of the carrying amount of each asset in the unit. 

A municipality assesses at each reporting date whether there is any indication that an impairment loss 
recognised in prior periods for assets may no longer exist or may have decreased, if any such indication exists, 
the recoverable service amounts of those assets are estimated. 

The increased carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the 
carrying amount that would have been determined had no impainnent loss been recognised for the asset in 
prior periods. 

A reversal of an impairment loss of assets carried at cost less accumulated depreciation or amortisation is 
recognised immediately in surplus or deficit. Any reversal of an impairment loss of a revalued asset is treated 
as a revaluation increase. 
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Cash book balance at beginning of year 
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Sank statement balance at beginning of year 
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Bank statement balance at beginning of year 



KWASANI LOCAL MUNICIPALITY 
NOTES TO THE FINANANCIAL STATEMENTS 
For the year ended 30 June 2013 



First Natio tial Bank 62304523782 
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First National Bank 62106.1)M?2 
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Bank statement balance at beginning of year 
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Bank statement Balance at beginning of year 
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MFMA & standards ref: 

KWASANI LOCAL ft/iUNICIPALITY 
NOTES TO THE FiNANANCIAL STATEMENTS 
for the year ended 30 June 2013 

7 GRAP17 


investment 

7.1 Reconciliation of Carrying Value Property 

R 

as at 1 July 2012 18 970 000 

Cost/Revaluation 
Revaluation 
Impairements 

Correction of error {note ) 

Change in accounting policy (note • ) 

Accumulated depreciation and impairment losses 


Acquisitions 

Capital under Construction 
Depreciation 



Revaluation 

Accumulated depreciation and impairment losses 


impairment loss/Reversal of impairment loss 
Transfers 

Fair value Adjustments (8 559 000) 

as at 30 June 2013 

Cost/Revaiuation 

Accumulated depreciation and impairment losses 


10 661 000 

10 661 000 


250 000 

250 000 



KWASANI LOCAL MUNICIPALITY 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 2012 


Investment 

7.2 Reconciliation of Carrying Value Property 

R 

as at 30 June 2011 18 970 000 

Cost/Revaluation 
Correction of error 
Change in accounting policy 
Accumulated depreciation and impairment losses 


Depreciation 


18 970 000 
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Carrying value of disposals 
Cost/Revaluation 

Accumulated depreciation and impairment losses 
Impairment loss/Reversal of impairment loss 


Transfers 

- 

*Other movements 

- 

as at 30 June 2012 

18 970 000 

Cost/Revaluation | 

18 970 000 

Accumulated depreciation and impairment losses I 

- 

*Other movements consist of 




MFMA & standards ref: 
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KWASANI LOCAL MUNICIPALITY 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 201 3 

Restated 

2013 2012 

R R 

7.1 DETAILS OF PROPERTY 


Airfield 

2 161 000 

9 600 000 

Sisonke Offices 

1 000 000 

950 000 

Underberg Clinic 

7 500 000 

8 420 000 


10 661 000 

18 970 000 


Rental income from investment property (recognised in surplus for the year) 
Airfield 

The municipality leases the airfield to 5 private individuals. The lease agreement 
was entered into on 1 March 2006 for a 3 year period. It has been extended for a 
further 3 years and terminates on the 28 February 2012. Lease rentals for the 
airfield escalate at a rate of 10% per annum. 

Sisonke offices 

The municipality leases buildings to Sisonke District Municipality. This is a yearly 
contract that is renewable by 3 months notice by either party. Lease rentals 
escalate at a rate of 12% per annum. 

Clinic 

The municipality leases the clinic building to the Provincial Department of 
Administration. The lease term is for a period of 5 years and commenced on the 1 
November 2005. Lease rentals escalate at a rate of 8% per annum. 

These leases are classified as operating lease. Refer to note 29.2 for operating 
lease disclosure. 

Details of valuation 

Investment properties are stated at fair value, which has been determined by an 
independent valuer, Mr 10 Gordon (Professional Valuer); of Ian Gordon Property 
Valuers CC. Ian Ogilvie Gordon is not connected to the municipality and has 
recent experience in location and category of the investment properly being 
valued. The effective date of the revaluations was 01 July 2013. The valuation 
was based on open market value for existing use. 


8 TRADE AND OTHER PAYABLES FROM EXCHANGE TRANSACTIONS 


Trade creditors 

492 691 

3 123 817 

Payments received in advance 

1 013 988 

759 582 

Retentions 

609 681 

339 983 

Other creditors 

326 881 

280 178 

Housing Projects 

5 903 222 

4 541 775 

Total creditors 

8 346 463 

9 045 336 


9 CONSUMER DEPOSITS 

Sisonke Deposit 6 406 6 406 

Total consumer deposits 6 406 6 40F 


10 VAT RECEIVABLE 


1 971 188 


821 094 


VAT receivable 


1 971 188 


821 094 



KWASANI LOCAL MUNICIPALITY 
NOTES TO THE FINANANCfAL STATEMENTS 
for Oie year ended 30 June 201 3 


Restated 

2013 2012 

R R 

VAT is payable on the receipts basis. VAT is paid over to SARS only once 
payment is received from debtors. 


35 



KWASANI LOCAL MUNICIPALITY 
NOTES TO THE FINANANCIAL STATQWENTS 
for the year ended 30 4tB)e 2013 



2013 

Instated 

2012 


R 

R 

11 PROVISIONS 

13th Cheqje Provision 

4S8 406 

359661 

Provision for legal fees (Community Watdi) 

1840 GOO 

- 

Provision lor leave 

909 390 

709 836 

Total Provisions 

3207 796 

1 069 617 

The movement in current provisions are reconciled as follows: - 

13(h Cheque 

Provision for leave 

as at 1 July 2012 

Provision 

359681 

709 836 

Contributions to provision 

98 725 

199 554 

Expenditure incurred 

. 


as at 30 June 2013 

488 406 

909 390 

as at1 July 2011 


938 45$ 

Contributions to provision 

359681 

(276 622) 

Expenditure incurred 



as at 30 June 2012 


709 836 

The movement in current provisions are reconciled as frtlows; - 

Provision foe 

Provision for long 


Litioations 

service awards 

asat 1 July 2012 


401 132 

Cdniributiana to provision 

1840000 

105 091 

Expenditure incurred 



as at 30 June 2013 

1840 00(1 

506 223 

The movement in current proviaions are reconciled as loBows; • 

Provition tor 

Provision for long 


UUoations 

service awards 

as all July 2011 


389 102 

Contributions to provision 

. 

12030 

Expenditure Incurred 


. 

as at 30 June 2012 

- 

401 132 


12 Unspent Cendlticnal Grants from ether spheres of Government 



KwaZulu-Natal Provincial Admlnislraticn Grants 

2 098 340 

24933SS 

SisonKe Grant • capacity building 

74 515 

74 515 

Slaonke Grant - waste dspcsal Site 

29120 

29120 

SIsonke Grant- shared planner 


46 720 

MFUA Grants 



MSIO Grants 



MIG Grants 

255 686 

94 284 

EPWP 

462 955 


D85A Grant 



Cogta Grants (RIechenau mlsalon) 

6 473 030 

7 781 372 

Other Unspent Cenditlonal Grants and Recalpta 



Free alaciricity 

101 926 

101926 

Free basic services 

79fi 372 

296 372 

Total Unspent Conditional Grants and Receipts 

9 792 144 

IQ 917 684 

Current portion of unspent conditional grants and receipts 

9 792 144 

10 917 664 
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KWASANI LOCAL MUNICIPALITY 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 2013 


Balance unspent at the beginning of the year 
Current year receipts 
Conditions met transferred to revenue 
Conditions still to be met - remain liabilities 

Sisonke Grant - capacity building 
Balance unspent at the beginning of the year 
Current year receipts 
Conditions met transferred to revenue 
Conditions still to be met - remain liabilities 



Restated 

2013 

2012 

R 

R 

{2 493 355) 

(2 151 297) 

(399 000) 

(886 554) 

794 015 

544 496 

(2 098 340) 

(2 493 355) 


(74 515) 

(74 515) 

(74 515) 

(74 515) 
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KWASANl LOCAL MUNICIPALITY 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 201 3 

Restated 

2013 2012 

R R 


Sisonke Grant • waste disposal Site 
Balance unspent at the beginning of the year 
Current year receipts 
Conditions met transferred to revenue 
Conditions still to be met - remain liabilities 

Sisonke Grant - shared planner 

Balance unspent at the beginning of the year 
Current year receipts 
Conditions met transferred to revenue 
Conditions still to be met - remain liabilities 

MFMA Grants 

Balance unspent at the beginning of the year 
Current year receipts 
Conditions met transferred to revenue 
Conditions still to be met - remain liabilities 

MSIG Grants 

Balance unspent at the beginning of the year 

Current year receipts 

Conditions met transferred to revenue 

Conditions still to be met - remain liabilities 

MIG Grants 

Balance unspent at the beginning of the year 
Current year receipts 
Conditions met transferred to revenue 
Conditions still to be met - remain liabilities 

EPWP (Expanded Public Works Grant) 
Balance unspent at the beginning of the year 
Current year receipts 
Conditions met transferred to revenue 
Conditions still to be met - remain liabilities 

Free electricity 

Balance unspent at the beginning of the year 
Current year receipts 
Conditions met transferred to revenue 
Conditions still to be met * remain liabilities 

Free basic services 

Balance unspent at the beginning of the year 
Current year receipts 
Conditions met transferred to revenue 
Conditions stiii to be met - remain liabilities 

Cogta Grants 

Balance unspent at the beginning of the year 
Current year receipts 
Conditions met transferred to revenue 
Conditions still to be met - remain liabilities 


(29 120) (29 120) 


(29 120) 

(29 120) 

(46 720) 

(46 720) 

46 720 


- 

(46 720) 


(226 192) 

(1 500 000) 

(1 500 000) 

1 500 000 

1 726 192 



(457 179) 

(800 000) 

(790 000) 

800 000 

1 247 179 




(94 284) 

- 

(9 567 000) 

(7 887 000) 

9 405 398 

7 792 716 

(256 886) 

(94 284) 


(1 000 000) 

- 

537 045 

- 

(462 955) 

(101 926) 

(101 926) 

(101 926) 

(101 926) 

(296 372) 

(296 372) 

(296 372) 

(296 372) 

(7 781 372) 


- 

(9 430 000) 

14 254 402 

1 648 628 

(6 473 030) 

(7 781 372) 


KwaZulu-Natal Provincial Administration Grants 

These grants were received from the KwaZulu Natal Provincial Administration and the main purpose is to assist in reporting 
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KWASANI LOCAL MUNICIPALITY 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 201 3 

Restated 

2013 2012 

R R 


Sisonke Grants 

These grants were received from Sisonke District Municipality for capacity building, waste disposal and providing a town 
MFMA Grants 

This grant is used to promote and support reforms in financial management by building capacity in municipalities to implement 
Municipal Systems Improvement Grant (MSiG) 

This grant is used for infrastructure, capacity building and restructuring. The capacity building and restructing grants were set 
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KWASANI LOCAL MUNICIPALITY 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 2013 

2013 
R 

Municipal Infrastructure Grant (MIG) 

This grant is used to address backlogs in municipal infrashucture required for the provision of basic services 
OBSA Grant 

This grant was provided by the Development Bank of South Africa to assist in the development of rural areas. 

EPWP Grant 

Expanded public works programme grant is provided by to promote capacity building within the communities 
NEP Grant - Electrification 

This grant was provided by Eskom to municipalities to address the electricity backlog of occupied residential dwellings, the 
Free electricity 

This grant is used to subsidise the provision of electricity services to indigent community members. 

Free basic services 

This grant is used to subsidise the provision of basic services to indigent community members. 

Cogta Grants (Small Town Rehabilitation & Reichenau) 

Cogta grants in regards of Small Town Rehabilitation and Richenau Projects 


Restated 

2012 

R 


13 BORROWINGS 


Government Loans : DBSA LOAN 

1 390 150 

1 916 245 

Other borrowings (FNB Loan) 

455 158 

544 801 


1 845 308 

2 461 046 

Less : Current portion transferred to current liabilities 

(527 6031 

(118619) 

Local Registered Stock Loans 



Annuity Loans 



Government Loans : DBSA 

(437 960) 

(118619) 

Other borrowings (FNB) 

(89 643) 

Total borrowings 

1 317 705 

2 342 427 



14 FINANCE LEASE LIABILITY 





Present value 

14.1 2013 

Future finance 

of minimum 


charges 

lease payments 

Amounts payable under finance leases 

R 

R 

Within one year 

26 420 

393 245 

Within two to five years 

6 796 

948 238 


33 216 1 341 483 


Less: Amount due for settlement within 12 months (current portion) 393 245 

948 238 


The average lease term Is Syears and the average emotive borrowing rate is 
9,5%, Interest rates are fixed at the contract date. Some leases have fixed 
repayment terms and other escalate between 15% per annum. Obligations under 
finance leases are secured by the lessor's title to the teased asset. 


14.2 2012 

Amounts payable under finance leases 


Future finance 
charges 
R 


Present value 
of minimum 
lease payments 
R 


Within one year 


156 963 


707 941 



KWASANl LOCAL MUNICIPALITY 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 201 3 

Restated 


2013 2012 

R R 

Within two to five years 236 048 843 029 

393 011 1 550 970 

Less: Amount due for settlement wiUiln 12 months {current portion) 707 941 

843 029 


The average lease term is 5years and the average effective borrowing rate is 
9,5%. Interest rates are fixed at the contract date. Some leases have fixed 
repayment terms and other escalate between 15% per annum. Obligations under 
finance leases are secured by the lessor's title to the leased asset. 
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KWASANI LOCAL MUNICIPALITY 
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Restated 



2013 

2012 

15 PROPERTY RATES 

R 

R 

Actual 

Residential 

5 320 292 

4 479 600 

Commercial 

5 712 344 

4 924 261 

State 

706 786 

596 819 

Total property rates 

11 739 422 

10 000 680 

Property rates - penalties imposed and collection charges 

Less: Revenue Forgone 

732 440 

784 228 

Total 

12 471 861 

10 784 908 

Valuations 

Residential 

701 251 000 

595 331 080 

Commercial 

2 266 453 000 

428 708 000 

State 

45 961 000 

418 735 000 

Municipal 

650 862 000 

1 414 528 620 

Total Property Valuations 

Valuations on land and buildings are performed every four years. The last 
valuation came into effect on 1 July 2008. Interim valuations are processed on a 
during the year to take into account changes in individual property values due to 
alterations. 

Rebates of 30% were granted to rates on residential properties. 30 % on 
agricultural properties, 30% to public service infrastructure properties and 100% 
to public benefitorganisation properties. All properties outside Underberg & 

Himville urban area were granted 5% additional rebate. Rates are levied on a 
monthly basis 

3 564 527 000 

2 857 302 700 

16 SERVICE CHARGES 

Refuse removal 

2 286 284 

1 925 370 

Total Service Charges 

2 286 284 

1 925 370 

17 RENTAL OF FACILITIES AND EQUIPMENT 

Renta! of facilities 

298 287 

241 652 

Total rentals 

298 287 

241 652 

18 INTEREST EARNED - EXTERNAL INVESTMENTS 

Bank 

931 049 

819 568 

Total interest 

931 049 

819 568 


19 GOVERNMENT GRANTS AND SUBSIDIES 



Equitable share 

12 054 000 

9 904 000 

MIG Grant 

9 405 398 

7 792 716 

Other Government Grants and Subsidies 

5 004 253 

5 136 337 

Total Government Grant and Subsidies 

26 463 651 

22 833 053 


Equitable Share 
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for the year ended 30 June 2013 

Restated 

2013 2012 

R R 


!n terms of the Constitution, this grant is used to subsidise the provision of basic 
services to indigent community members. Mi registered indigents receive are 
exempt from payments of rates and refuse which is ftjnded from the grant. 

20 OTHER INCOME, PUBLIC CONTRIBUTIONS AND DONATIONS 

Other income 

Other income 308 629 599 030 

Recovery of unauthorised, irregular, fruitless and wasteful expenditure (Note 50) 24 095 

Total Other Income 308 629 623 125 


43 



KWASANI LOCAL MUNICIPALITY 
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for the year ended 30 Jurte 2013 

Restated 


aif3 2012 

21 EMPLOYEE RELATED COSTS 

Employee related costs -Salaries and Wages 9S63 220 8 937 261 

Employee related costs - Contributions for UIF. pensions mKt tnedic^ aids I 434 0(K 1 186 842 

Travel, motorcar, accommodation, subsistence and other allowances 942289 1 083350 

Overfime payments 1036 832 716 812 

Other employee related costs 320 082 244 607 

Employee Related Costs 12 596 428 12168 671 

There were no advances to employees 

Remuneration of the Municipal Manager 

Annual Remuneration 619 741 763 518 

Performance- and other bonuses 

Travel, motorcar, accommodation, subsistence and other aSowances 84 227 18 157 

Contributions to UIF, Medical and Pension Funds 1 190 869 

Total 70S 157 782 543 

Remuneration of the Chief Finance Officer 

Annual Remuneration 214150 683 436 

Performance- and other bonuses 34 933 

Travel, motorcar, accommodation, subsistence and other allowances 32 634 114 041 

Contributions to UiF, Medical and Pension Funds 547 j 497 

Total 247331 733 807 


Remuneration of Director Community Services 
2013 

Annual Remuneration 424 t63 

Performance- and other bonuses 33 335 

Travel, motor ear, accommodation, subsistence and otharMlowances 72 109 

Contributions to UiF, Medical and Pension Funds 27029 

Total =— 

22 REMUNERATION OF COUNCILLORS 

Exeeutive Mayor 254 563 232 949 


Deputy Executive Mayor 
Speaker 

Executive Committee Members 
Councillore 

Councillors' pension and medical aid contributions 

Counelllors' allowances 1 206 797 762 481 

Total Councillor*’ Ramurieretion 1 461 360 995 430 

In4tind Benefit* 


The Executive Mayor Is provided with an office and secrelerial support at the cost 
of the Countil, 

The Executive Mayor hes use of the CouncH owned valucle for offictel duties. 


23 DEPRECIATION AND AMORTISATION EXPENSE 


Property, plant and equipment 
Total Depreciation and Amortisation 


t 89t 488 1 592 941 

1 891 488 1 592 941 
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Borrowings 

Finance Lease obligations 
Total Finance Costs 


KWASANI LOCAL MUNICIPALITY 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 2013 


2013 

R 


167 756 
46 659 

21441S 


Restated 

2012 

R 

155 461 
77 788 

233 249 
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Restated 

2013 2012 

R R 


25 CONTRACTED SERVICES 


Contracted services for: 

Interna! Audit 

140 146 

80 033 

Disaster Management 

1 802 601 

662 338 

Legal Fees 

314 057 

426 955 

Security 

304 695 

402 928 

Refuse removal 

794 534 

912 090 

Fire Services 

841 797 

987 250 

Vehicle tracking 

5 337 

5 337 

Telephone & Printing 

375 782 

452 408 

Insurance 

151 244 

196 976 

Printing 

422 373 

46 950 


5152 565 

4173 265 


26 GENERAL EXPENSES 


Included in general expenses are the foliowing;- 


Advertising 

312 580 

225 511 

Corridor development 

852 41 1 


Audit fees 

616 917 

792 689 

Bank charges 

54 164 

35 374 

Special Youth Programmes 

424 31 1 


SALGA 

400 000 

. 

Free Basic Services 

123 349 

. 

Fuel and oil 

600 466 

447 474 

Local Economic development 

102 711 

148 531 

Lease staff quarters 

193 788 

169 537 

Membership fees 

1 411 


Electricity 

192 299 


Pauper Burials 

8 400 


LED 

102 711 


Spacial Development Framework 

168 995 


MAP 


157 946 

MPRA 

238 410 

101 948 

MFMA 

828 620 

594 277 

MSIG 

800 476 

492 261 

Maguzwana Housing Expenses 


2 006 042 

Postage 

14 105 


Printing and stationery 

86 405 

207 289 

Rental of buildings 



Other rentals 

193 238 

24 090 

Subscription & publication 

200 000 

124 619 

Telephone cost 


452 408 

Training 

299 006 

54 683 

Travel and subsistence 

343 739 

417 240 

Uniforms & overalls 

22 525 

51 350 

Water and Sanitation 

64 237 

60 926 

Wormans compensation 


201 624 

Interna! Audit 


356 560 

Other 

925 499 

1 258 640 

GAIN / (LOSS) ON SALE OF ASSETS 

8170 772 

8 381 008 

Property, plant and equipment 



Total Gain / (Loss) on Sale of Assets 

■ 

- 
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28 CASH GENERATED BY OPERATIONS 

Surplus/(deflcit) for the year 
Adjustment for.- 
Depreolalion and amortisation 
(Gain) / loss on sale of assets 
Contribution to provisions - non-current 
Contribution to provisions - current 
Gams on sale of Assets 
Other non-cash item 

Operating suiplus before working capiui changes: 

{lncrease)/decrease in inventories 
(Increase J/decreass in trade receivables 
(Increasej/decrease in other receivables 
(lrcrease)/decrease in VAT receivable 
(Increasej/decfease in Properly, Plant and eoufemenl 
lncreas6/(deorease) in conditional grants and receipts 
incr6ase/{decrease) in trade payables 
inaease/tdecrease) in bank overdraft 
Increas8/(decre8se) in current lease liability 
Increase/(decreas6) in consumer deposits 
Increase/fdecrease) in current borrowings 
lncreass/(decrease) in current provisions 
increase/(decrease) in non current borrowings 
Otherliability 

Cash generated byf(utilised in] operetions 


Restated 

2013 2012 

R R 


966 202 

7632 117 

1 891 488 

1 842 342 

31 360 

(77 858) 

2104 829 

439 125 

8 559 000 

42 932 

13 554 879 

9 878 658 

82 904 

(932 273) 

1 150094 

(161 029) 

(7 969188) 

(S 521 307) 

1 125 519 

10 848 456 

(696 873) 

(1 581 761) 

- 

(69 207) 

^487) 

(329416) 

(408084) 


(615738) 

581 359 

2138279 


<1 024 722) 

12 030 

(105091) 

f1 456 941) 

7 019 M2 

11268 580 


29 CASH AND CASH EQUIVALENTS 

Cash and cash equivalents included in the cash flow statement comprise the 
following: 

Bank balances and cash 
Bank ovardrafts 

Nat cash and cash equivsients (nat of bank overdrafts) 


22 794 897 


24002 7U 


30 CORRECTION OF ERROR 

Durfps tha yaer ertdtd 30 June 2012 and ptovious years . locoma. expanses assets 
And NaBinties were ineoirectly recognised/aiated: - 

The comparative amount has been restated as foHowst 

Closing balance 30 June 3012 per AFS 

Description 

Correction of System error 
Recogntion of prior year bonuses 
Interest paid (DBSALoar) 

Reversal for landfill site 
2011 Uncleared Accruals) 

Recognition of interest received (invaslments) 

Interest accrual (DBSA Loan) 

Spatial Framework Investment 
DBSA Short term duplicated 
Reallocaficn of repairs to PPE 
Adjustments to accumulated depreciation 
ERF 40 Property 


(6S019 159) 


(2 421) Decrease in cash and bank 
3S9681 Increasein LuAiii1ies(LeaveAocrueis) 

(47 86S) Decrease in Liabilities 
(2 023128) Decrease in Liabilities 
(488171) Decrease in Liabaities 
(4 2S0) Increase in Cash and Bank 
(55310) Oeaaase in Liabilities 
5 462 Decrease in cash and bank 
(484 777) Decrease in LiabilHies 
(461345) Decrease in Property, plant and Equipment 
2 531612 Oecreese in Aecumulaled depreciation 
(55000) Increase in Property Planf and Equipment 
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Restated 


2013 

2012 


R 

R 

ERF 344 Property 

712 000 

Decrease In Property i 

ERF 178 Property 

26 500 

Decrease in Property | 

ERF 114 Property 

1 531 602 

Increase in Property F 

ERF 83 Property 

(86 667) 

Increase in Property F 

ERF 113 (Taxi rank) 

(800 000) 

Increase in Property F 

Accumulated depreciation on investment properties 

(474 667) 


Net Effect 

185 256 


Restated balance 30 June 2012 

(66 751 866) 

: 
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Restated 

2013 2012 

R R 

UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE 
31 DISALLOWED 


31.1 Unauthorised expenditure 

Reconciliation of unauthorised expenditure 

Opening balance 8 682 990 7 804 486 

Unauthorised expenditure current year 388 770 878 504 

Approved by Council or condoned 
Transfer to receivables for recovery 

Unauthorised expenditure awaiting authorisation 9 071 761 8 682 990 


Incident Disciplinary steps/criminal proceedings 

The municipality extendend the scope of wortr for the Engineers for the GRAP 1 7 
Asset register compilation, this resufted in the expenditure incureed being more 
than budget for by R188,934,48. 

Construction of Kwapitela Access Road had a variation of R 199,838 thus 
exceeding the budgeted amount. 


31.2 Fruitless and wasteful expenditure 

Reconciliation of fruitless and wasteful expenditure 

Opening balance - 836 452 

Fruitless and wasteful expenditure current year 
Condoned or written off by Council 
To be recovered - contingent asset {see note . ) 

Fruitless and wasteful expenditure awaiting condonement 836 452 


Incident Disciplinary steps/criminal proceedings 

The municipality constructed the road (Castle- End Road) during the 2011/12 
financial year financed by the MIG funding. Castle road does not have the 
servitude and therefore the municipality does not have the rights to build in that 
particular land and thus ownership is in question. The municipality therefore could 
not include the road in the asset register 


745 452 
91 000 


836 462 


31.3 Irregular expenditure 


Reconciliation of irregular expenditure 

Opening balance 
Irregular expenditure current year 
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7 476 420 
9 527 502 


8 325 317 
7 608 285 
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Restated 


2013 2012 

R R 

Condoned or written off by Council (8 433 087) 

Transfer to receivables for recovery - not condoned (24 095) 

Irregular expenditure awaiting condonement 17 003 922 7 476 420 


Incident Disciplinary steps/criminal proceedings 

Irreguar expenditure of R 2 568 260 relates to the deviations in relation to the 
Supply Chain processed not followed due to emergency procurements. These are 
presented to council for approval. 

The amount of R24,095 to be recovered relates to contravention of the SCM 
j process on a tender award. Council resolved that the money will be recovered 
[from the relevant officials and acknoledgement of debt from the officials have 
jbeen obtained. This has been included as other revenue in the Statement of 
■financial perfomance Included irregular is the amount of R 4 548 

!504 -The municipality offered a tender to KLUS Civil CC during the financial year 
ifor the upgrading of road(Himvill6&Underberg).'nie budgeted tender amount was 
R 3 670 000, however the tender was awarded for an amount of R 4 548 504. Not 
condoned by council by year end and no disciplinary steps/ criminal proceedings 
taken , Suppliers in the service of the state 

Suppliers not in the database 

Bidding documents which were not signed or partially completed 

Bidders who submitted copy of BBBEE certificate which were not certified or true 

copy 

Bid specification committee which did not sit for other projects however they were 
approved by AO 


ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE 
32 MANAGEMENT ACT 

32.1 Audit fees 


Opening balance 

67 648 

16 574 

Current year audit fee 

586 743 

860 337 

Amount paid - current year 

(586 743) 

(792 689) 

Amount paid - previous years 

(67 648) 

(16 574) 

Balance unpaid (included in payables) 

- 

67 648 

The balance unpaid represents the audit fee for an interim audit conducted during 
March 2012, Invoice was received in June 2012 



32.2 VAT 



VAT input receivables and VAT output payables are shown in note 18. All VAT 
returns have been submitted by the due date throughout the year. 



32.3 PAYE and UIF 



Opening balance 



Current year payroll deductions 

1 601 739 

1 670 000 

Amount paid - current year 

Amount paid - previous years 

(1 601 739) 

(1 670 000) 

Balance unpaid (included in payables) 

- 

■ 
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Restated 

2013 2012 

R R 


32.4 Pension and Medical Aid Deductions 


Opening balance 

Current year payroll deductions and Council Conhibutions 

Amount paid - current year 

Amount paid - previous years 

Balance unpaid (included in payables) 


33 CAPITAL COMMITMENTS 

Commitments in respect of capital expenditure 

• Approved and contracted for 
Infrastructure 

Community 

Heritage 

Other 

• Approved but not yet contracted for 
Infrastructure 

Community 

Heritage 

Other 

Total 

This expenditure will be financed from; 

- External Loans 

- Government Grants 

- Own resources 

- District Council Grants 


34 Operating leases 

At the reporting date the entity has outstanding commitments under operating 
leases which fail due as follows; 

34.1 Operating leases - lessee 

Within one year 

In the second to fifth year inclusive 

After five years 

Total 


1 312 698 

1 090 442 

{1 312 698 ) 

(1 090 442 ) 

. 



7 646 651 

10 567 000 

7 646 651 

10 567 000 





7 646 651 

10 567 000 

7 646 651 

10 567 000 

7 646 651 

10 567 000 



25 827 

- 

25 827 


Operating Leases consists of the following; 

Operating lease payments represent rentals payable by the municipality for 
certain of its office properties. Leases are negotiated for an average term of 
Syears and rentals are fixed for an average of three years 

34.2 Operating leases - as lessor 


Minimum lease payments due 

Within one year 

In second to fifth year inclusive 
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81 105 
77 588 


81 105 
158 693 
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Restated 

2013 2012 

R R 

After five years 

Total 158 693 239 798 


Operating Leases consists of the following: 

The operating leases include the following: 

Airfield 

The municipality leases an airfield to 5 private individuals. The lease agreement 
was entered into on 1 March 2006 for a three year contract period. The lease was 
further extended for another 3 year period which ends on the 28 Febreuary 2012. 
Lease rentals per month are currently at 10% escalation 

Telkom Lease 


The municipality leases one of its buildings ERF to Telkom. The lease is for a 
period of 9 years, 1 1 months. The lease terminates on the the 30 November 
2014, lease escalates annually at 8 % 

Sisonke District Offices 

The municipality leases building premises to Sisonke didtrict Municipality. This is 
a yearly contract renewable by 3 months notice by either of the parties. Lease 
rentals escalate at a rate of 12% annually 
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2013 

R 

35 EMPLOYEE BENEFIT INFORMATION 
35.1 Defined contribution plan 

All municipal employees belong to The Natal Joint Municipal Pension Fund 
(Superannuation) and The Natal Joint Municipal Pension Fund (Retirement) which 
are administered by the Province. 

These schemes cannot be broken down per municipality, as they are considered 
to be multi-employer schemes and hence are treated as defined contribution 
schemes by the municipality. 

Municipal employees are also members of the KwaZulu Natal Municipal Provident 
Fund. All contributions have been included in the employee related cost note. 


35.2 Long Service Awards 

Independent valuers, actuarial consulting, carried out a statutory valuation on an annual basis 
The principal actuarial assumptions used were as follows; 


Discount rate per annum 

7.91% 

6.68% 

General Inflation 

5.80% 

4.95% 

Salary inflation 

6.80% 

5.95% 

Real rate 

1.04% 

0.68% 

Examples of mortality rates used were as follows; 

Average retirement age 

63 

63 

Mortality during employment 

SA85-90 

SA85-g0 

Members withdrawn from services; (Average for males and females) 

Age 20 

16% 

20% 

Age 30 

12% 

15% 

Age 40 

6% 

6% 

Age 50 

2% 

2% 

Age 55+ 

0% 

0% 


The amounts recognised in the Statement of Financial Position were determined 
as follows; 


Present value of funded obligations 

506 223 

401132 

Fair value of plan assets 

. 

- 

Liability in the Statement of Financial Position 

506 223 

401132 


Movements in the defined benefit obligation is as follows: 



Balance at beginning of the year 

401 132 

389 102 

Current service cost 

57 025 

57 393 

Interest cost 

26 294 

32 060 

Benefit payments 

-9 588 

435 

Actuarial {gains)/losses 

31 360 

(77 858) 

Balance at end of year 

506 223 

401 132 


Restated 

2012 

R 
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Restated 
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R R 

The amounts recognised in the Statement of Financial 
Performance were as follows: 

in conclusion: 


Statement of Financial Position obfigation for 


Post-employment medical benefits 

Long Services Award. 

N/A 

506 223 

N/A 

401 132 


506 223 

401 132 

Statement of Financial performance obligation for: 

Post-employment medical benefits loss 

Long Service Award loss 

N/A 

-31360 

N/A 

77 858 

Additional retirement costs. 

-31 360 

77 858 


-31360 

77 858 
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36 CONTINGENT LIABILITY 

The coatigehl liabilities are detailed below (3S,t i IS, 2) 

36.1 Claim for damages - Termination of agreement 

The Municipality might be going ttirough an arbitration regarding a breach of 
contract for Community watch associaUon. Council is contesting the claim based 
on legal advice A court date has not yet been set. The contingent liabiBtjt indudes 
legal costs of R1 14,000 (VAT inclusive). Should Council be unsuccessful in 
defending the claim, there is a possibility mat the claim wtli be settled from R1.48 
Million, According to our lawyers the probability is that the municipality tuH loose 
the case as the obligation per signed contract stands. 


Restated 

2013 2012 

R R 

n»249 2 231 733 


1 594 000 


36.2 Wage curve dispute between Saiga and unions 

As a result of the uncertainties arising from the dispute declared by the urrioos and 
the pending iiUgation regarding the wage curve agreement, the rrHinidpaBfy may 
have under-paid employees by an estimated amount of R706 249 (2012: R637 

733), which amount may in future have be paid to emolovees. deoenrCno nn the 7fK JAd 

outcome of the pending litigadon. 

37 raSK MANAGEMENT 

Maximum credit risk exposure 

Credit risk consists mainly of cash deposits, cash equivalents and trade debtors. 

The municipality only deposits cash with major banks with high quality credil 
standing and limits ejqiQSure to any one counter-party. 


Trade receivables comprise a widespread customer base. Managemerjt evaluates 
credit risk relating to customers on an ongoing basis. If customers are 
indepen^ntly rated, Iheso ratings are used. Otherwise, it there is no independeni 
rating, risk control assesses the credit quality of the customer, taking into account 
ite finandai position, past experience and other factors Incavtdual risk limits sre set 
based on internal or external ratings in accordance with limte set by the board. The 
utilisation of credit limits is regularly monitored. 

Financial assets exposedto credit risk at year end were asfoi^s: 

24 002 714 22 794 697 

5 442 919 21 153 628 

These balances represent the maximum exposure to credit risk. 


Cash and cash equivalents 
Trada and other receivables 


Uquldity risk 

The municipality's risk to liquidity is a result of the funds available to cover future 
commitments. The municipality manages liquidity risk through an ongoing review 
of future commitments and credit fadiliies. 

Cash flow forecasts are prepared and adequate utilised borrowing (aeiiilies are 
monitored. 

The municipaiity's financial liabilities are all classified as current kabiiilies. payable 
within the next 12 months, other than the long term portion of borrowings which 
has a non-ourrent portion. 

The table below analyses the municipality’s financial liabiiiti’es into reteveni maturity 

groupings based on the remaining period at the statement of fmancid position to Not later than one 

tne contractual maturity date. ^ Later than one to five years 

Sorrowings nafiio 


Interest rate risk 


2 390292 


Interest rale risk is the risk ffiat «ie fair value or future cashflows of a financial 
instrument will fluctuate because of changes in market interest rates. 


At year end, financial instruments exposed to interest rate risk were as follows; 
-Annuity loan 


2 508 911 



Restated 

2012 

R 


38 AFTER BALANCE SHEET EVENTS 

Claim for damages - Termination of agreement (Community Watch) 

The Municipality went through an arbitration regarding a breach of contract for 

Community watch association. Should Council was unsuccessfulin defending 

the claim, the claim was settled at R1 840000 

The effect on the current status is as follows 

Statement of financial Position 

Provisions 

Statement of financial Perfomance 
Expenses 


20 386 346 
(20 386 346) 


40 ADDITIONAL INFORMATION 

In the near future Kwasani Municipality will be amalgamated with Ingwe Local Municipality 


39 CHANGE IN ACCOUNTING POLICY 

Short term investments previously disclosed Investments in the financial 

statements as have been reclassified to Cash and Bank 

The effect in the prior period is as follows 

Statement of financial Position 

Cash and Bank 

Investments 


(1 840 000) 
1 840 000 


KWASANI LOCAL MUNICIPALITY 
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- Investments 
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SEGMENTAL STATEMENT OF FINANCIAL PERFORMANCE 
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